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FOLLOWING REPEAT CARACAS 10879, SENT SECSTATE OCTOBER 19: 

QUOTE CONFIDENTIAL CARACAS 10879 
EXDIS 

DEPARTMENT PLEASE PASS TO THE SECRETARY 
EO 11652: XGDS-1 
TAGS: ENRGVE 

SUBJECT: PETROLEUM REVERSION DEMARCHE TO THE PRESDIENT 
REF: STATE 241 105 

1. SUMMARY. PRESIDENT CARLOS ANDRES PEREZ RESPONDED IN A 
FORTHCOMING MANNER TO THE DEMARCHE I CARRIED OUT IN ACCORDANCE WITH 
THE SECRETARY'S INSTRUCTIONS. HE SAID HE WOULD LOOK AT THE VARIOUS 
PROBLEM AREAS OF THE VARIOUS COMPANIES AND MIGHT WANT TO MEET AGAIN 
WITH ME NEXT WEEK IN THE COMPANY OF THE MINISTER OF MINES AND THE 
PRESIDENT OF PETROVEN. IT IS MOST IMPORTANT IF WE ARE TO MAINTAIN 
THE PRESIDENTS CONFIDENCE THAT THE OIL COMPANIES NOT GET WORD OF THIS 
DEMARCH. 
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ACTION REQUESTED. IF ANOTHER MEETING DOES OCCUR I MIGHT BE 
PRESSED ON THE SPECIFIC PROBLEMS OF SPECIFIC COMPANIES. 

I AM DISINCLINED TO GO BEYOND TODAY'S GENERALIZED PRESENTATION 
BUT WOULD APPRECIATE THE DEPARTMENT'S GUIDANCE. END SUMMARY. 

2. I BREAKFASTED ALONE WITH PRESIDENT CARLOS ANDRES PEREZ 

THIS MORNING (OCTOBER 19) AND TOOK THE OCCASION TO CARRY OUT THE 
SECRETARY'S INSTRUCTIONS IN THE REFTEL. 

3. IN COVERING EACH OF THE POINTS IN ORDER (PARAS 2-5D OF REFTEL) 

I STRESSED OUR CONCERN THAT ALL COMPANIES RECEIVE FAIR TREATMENT 
AND THAT ALL WISHING TO DO SO HAVE THE OPPORTUNITY TO CONTINUE IN 
VENEZUELA UNDER EQUITABLE CONDITIONS. I TOLD HIM QUITE FRANKLY THAT 
IF ONE OR MORE COMPANIES PERCEIVE AN ELEMENT OF DESCRIMINATION IN 
THE PROCESS WE COULD HAVE PROBLEMS BETWEEN US. CARLOS ANDRES 
HEARD ME OUT WITHOUT INTERRUPTION, ONLY OFFERING A SMILE WHEN I 
CAME TO THE FACT THAT THE TWO GOVERNMENTS ARE IN DISAGREEMENT WITH 
RESPECT TO WHAT IS AN APPROPRIATE STANDARD OF COMPENSATION. 

4. THE PRESIDENT IN RESPONSE CONCEDED THAT PERHAPS NOT ENOUGH 
ATTENTION HAD BEEN GIVEN TO THE PROBLEMS OF THE SMALLER 
PRODUCERS. HE SAID IT WAS THE INTENTION OF THE GOV TO MAIN 

TAIN RELATIONS WITH ALL THE COMPANIES THAT WANT TO CONTINUE HERE. 

HE NOTED THAT THE ELEMENT OF "PROFIT" IN THE CONTRACTS UNDER NEGOTIA 
TION REPRESENT AN INDUCEMENT TO THAT END. 

5. ON DRAINAGE, THE PRESIDENT ACKNOWLEDGED THE EXTREME DIFFUCLTY 
OF APPLYING EQUITABLY THIS CONTROVERSIAL PROVISION OF THE LAW. THE 
PROBLEM HAS BEEN POLITICAL, WITH THE OPPOSITION HIGHLIGHTING THE 
USSE BY FABRICATING A LAW SUIT ADVANCING HUGE CLAIMS FOR DRANAGE 
(CARACAS 10317). THE PRESIDENT SAID HE HAD BEEN FORCED INTO A 
DIFFICULT "MANEUVER" TO REPLACE THE JUDGE IN THE CASE WHO WAS ON 
THE POINT OF ISSUING ARREST ORDERS AGAINST A NUMBER OF COMAPNY 
PRESIDENTS. HE HAD ALSO ASKED THE FRENCH NATIONAL OIL COMPANIES 

TO PROVIDE A TECHNICAL OPINION ON THE DRAINAGE QUESTION, FULLY 
EXPECTING THAT SUCH AN OPINION WOULD BE FAVORABLE TO THE COMPANIES. 
AFTER THE FRENCH DECLINED THERE WAS NOT CHOICE BUT PROCEED 
UNDER THE LAW, SEEKING THE LEAST ONEROUS FORMULA. IN THE PRESIDENT'S 
VIEW, THE DEDUCTIONS NOW INDICATED COME TO ONLY A SMALL FRACTION OF 
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WHAT MIGHT HAVE BEEN TAKEN-AMOUNTING IN TOTAL, HE SAID, TO LESS 
THAN 200 MILLION BOLARIVARES. 

6. WITH RESPECT TO THE COMPENSATION BONDS, THE PRESIDENT 
EXPRESSED SATISFACTION OVER WHAT HE TOOK TO BE A RESOLUTION OF THE 
ISSUE. HE THOUGHT THE BONDS AS TAX-FREE INSTRUMENTS WOULD BE 
HIGHLY NEGOTIABLE AND ATTRACTIVE TO INVESTORS. HE THOUGHT IT TO 
VENEZUELA'S ADVANTAGE IN THE INTERNATIONAL MONEY MARKET TO ISSUE 
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SUCH GOOD PAPER RATHER THAN THE HEAVILY DISCOUNTABLE BONDS INITIALLY 
CONTEMPLATED. (I DID NOT TELL HIM SO BUT THE COMPANIES WE HAVE 
TALF.D TO SEEM AT LEAST MODERATELY SATISFIED BY THE CON- 
CESSIONS THE GOV HAS MADE IN THIS AREA.) 

7. THE PRESIDENT SAID THAT THE GOV IS EXAMINING WAYS TO LIQUIDATE 
THE GUARANTEE FUND AT A MORE RAPID RATE THAN INITALLY INTENED. 

AS FOR THE AMORTIZATION OF CONCESSION BONUSES, THE PRESIDENT 
ACKNOWLEDGE THAT SOME COMPANIES WERE BEING PENALIZED RATHER 
HEAVILY FOR HAVING RECEIVED CONCESSIONS AT A DATE TOO LATE TO PERMIT 
FULL AMORTIZATION. BUT HE SAW NO METHOD OF PROVIDING RELIEF UNDER 
THE LAW. 

8. I RESPONDED TO THESE COMMENTS BY SUGGESTING THAT THE REACTIONS 
OF THE COMPANIES AFFECTED BY ONE OR MORE OF THESE PROBLEMS COULD 

BE SKEWERED IF THEY THOUGHT THEY WERE BEING TRATED UNFAIRLY OVERALL. 
IT SEEMED TO ME THAT EACH CASE SHOULD BE EXAMINED INDIVIDUALLY IN 
THAT LIGHT. THE PRESIDENT ASKED ME FOR SPECIFICS. WHATS CASES DID 
I HAVE IN MIND AND WHAT WERE THE PROBLEMS INVOLVED? I SAID WE 
WERE FAR FROM FAMILIAR WITH ALL THE DETAILS OF ALL THE COMAPNY SITUA- 
TIONS. HOWEVER, WE WERE AWARE OF PARTICULAR DIFFICULTIES IN SOME 
INSTANCES. I MENTIONED AMOCO, SUN AND CHEVRON, WHILE NOTING 
THAT THIS WAS BY NO MEANS A COMPLETE LIST. THE PRESIDENT SAID 
HE WOULD CHECK WITH THE MINISTER OF MINES ON THE VARIOUS PROBLEM 
AREAS OF THE VARIOUS COMPANIES AND THAT HE MIGHT WANT TO ASK 
ME TO MEET LATER IN THE WEEK WITH THE MINISTER. THE PRESIDENT OF 
PETROVEN ANDHIMSELF TO GO OVER THIS GROUND AGAIN. 

9. COMMENT. CARLOS ANDRES REACTED DISPASSIONATELY AND 

EVEN WITH A TOUCH OF CONCILIATION TO MY PRESENTATION. MY GUESS 
IS THAT HE WAS REFLECTING WHAT OF LATE I HAVE DETECTED TO BE A STRONG 
PERSONAL SENSE OF CONFIDENCE IN THE SMOOTH PASSAGE OF NATIONALIZA- 
TION. I SUSPECT THAT HE HAS NOT BEEN KEPT FULLY INFORMED ON THE 
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PROBLEMS OF THE SMALLER COMPANIES OR THAT THEY HAVE NOT PUT 
FORWARD THEIR POSITIONS WITH SUFFICIENT CANDOR AND DETAIL. IN THAT 
SENS THE DEMARCHE WAS PROBABLY PARTICULARLY TIMELY. MY HOPE 
IS THAT IT WILL SUGGEST THE POSSIBILITY OF ADJUSTMENTS IN THE MORE 
DIFFICULT CASES. PARTICULARLY ON THE FEE-PER-BARREL SIDE. 

10. IT SHOULD BE CLEAR, HOWEVER, THAT THE CORDIAL AND FORTH- 
COMING ATTIDUDE OF TODAY S MEETING COULD CHANGE VERY RAPIDLY. 

THE PRESIDENT MANIFESTED HIS CONCERN ON SEVERAL OCCASIONS OVER 
THE OCCIDENTAL AFFAIR WHICH HE SEES AS A THREAT TO ALL THE COMPANIES 
AND TO HIS ABILITY TO DEAL WITH THEM ON AN EVEN-HANDED BASIS. HE 

IS TROUBLED BY THE "IRRESPONSIBILITY" OF THE OPPOSITION AS PARTICULARLY 

DEMONSTRATED BY COPEI'S EXPLOITATION OF THE ANTI-US, ANTI MN 
LINE. (HE SPECIFICALLY CRITICIZED CALDERA AND HIS "UNNECESSARY" 
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ATTACK ON THE OIL COMPANIES LAST AUGUST - CARACAS 8105.) 

1 1 . IS IS MY MOST DEVOUT HOPE THAT WORD OF THIS DEMARCHE WILL NOT 
REPEAT NOT REACH THE OIL COMPANIES. THE PRESIDENT BROUGHT UP WITH 
ME AGAIN THE APPREHENSION HE FEELS WHENEVER ENGAGED IN CONFIDECNTIAL 
DISCUSSION WITH USG. HE IS NOTHING LESS THAN APPALED AT WHAT 
HE BELIEVES IS OUR INABILITY TO PREVENT LEAKS OF PRIVATE EXCHANGED 
WITH OTHER GOVERNMENTS. IF WE KEEP HIS DONFIDENCE WE COULD HAVE 
SOME EFFECT ON THE NATIONALIZATION OUTCOME; IF WE FAIL ON THAT SCORE 
WE SURREY WILL NOT. 


12. ACTION REQUESTED. I WAS SOMEWHAT DISTRESSED TO FIND 
MYSELF PRESSED ON THE NAMES OF COMPANIES WITH PROBLEMS. I 
GAVE AS LITTLE AS I COULD IN THE LIGHT OF THE PRESIDENT S FRANK AND 
FORTHCOMING ATTITUDE. IF ANOTHER MEETING IS CONVOKED HE AND HIS 
COLLEAGUES MAY WELL ASK FOR MORE SPECIFICS. MY INCLINATION IS TO 
DECLINE TO GO BEYOND THE GNERALIZED PRESENTATION OF TODAY BUT I 
WOULD APPRECIATE THE DEPARTMEN'S GUIDANCE ON THAT POINT. SHLAUDEMAN 
UNQUOTE 
INGERSOLL 
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